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1. Introduction 
 

1.1 July 2019 Monthly Tax Update Highlights 

We are honored to present our July 2019 Monthly Tax Update (MTU) which is designed to keep businesses 

and individuals informed of the latest tax issues and bring value to both. Through our MTUs, we analyze 

tax developments to ensure that our valued clients are kept in tune with changes in the tax world. It is our 

sincere hope that these MTUs will keep our clients updated with information that includes changes in tax 

and other related laws, court decisions, announcements and interpretations that bring relevancy to the 

business environment. 

Duty suspension on power equipment and critical spares for ZESA 

The Minister of Finance and Economic Development has through Statutory Instrument 139 of 2019 granted 

a Suspension of duty on power equipment, critical spares and transformer components imported by ZESA 

Enterprises (ZENT), Zimbabwe Electricity Transmission and Distribution Company (ZETDC), the 

successor company of Zimbabwe Electricity Transmission and Distribution Company (ZETDC) and 

Zimbabwe Power Company (ZPC), all being ZESA subsidiaries. 

Government issued new Treasury Instructions 

The Minister of Finance has through SI 144 of 2019 issued comprehensive Public Finance Management 

(Treasury Instructions) which supersede all the instructions that have been issued before. The instructions 

are meant to provide guidance on public financial management matters relating to (a) the collection, 

receipt, custody, control, issue or expenditure of public money (b) the acquisition, receipt, custody, control, 

issue, sale, delivery, transfer or disposal of any State property (c) expenditure on any service involving a 

charge on the Consolidated Revenue Fund (d) the operation of any statutory fund; and (e) the acceptance, 

on behalf of the State, of any gift, donation, bequest or other grant of moneys or other property which is 

made subject to a condition or is likely to involve a charge on the Consolidated Revenue Fund. 

Hwange Electricity Supply Company payments exempt from non-resident taxes  

The Hwange Electricity Supply Company was granted a licence to construct, operate and maintain Hwange 

Power Station Stage III for the purpose of generating and supplying electricity to consumers in the region 

by Zimbabwe Electricity Regulatory Authority (Zera) in 2015.  In order to ensure its objective are achieved 

at the least cost, the government has listed as payments made by Hwange Electricity Supply Company to 

non-resident persons for the use or right of use of intellectual property in Zimbabwe and supply services 

as exempted from non-resident tax on royalties and fees. The effect is that the company will not be required 

to withholding tax on royalties and fees paid by it to non-resident persons, the exemptions being gazetted 

through Statutory Instruments 140 and 141, respectively,   

Taxpayer lost claim of VAT paid by a bank to ZIMRA 

The taxpayer borrowed some money from a bank which it failed to repay. With a view to settling its 

indebtedness, it sold to the bank a certain piece of land under terms which provides it will retain the option 

to repurchase the property from the bank provided it exercised the same by a specified date. The bank later 

sold the property to a third party before the date lapsed and paid capital gains tax and VAT. The taxpayer 

sought a declaration from the court that the VAT assessment raised by ZIMRA was not lawful arguing the 

bank was a supplier of exempt supplies and not registered for VAT. Unfortunately, the application was 

dismissed since the bank was a VAT registered operator liable to charge VAT on its other supplies. 

Start now preparing for 2020 Tax clearances now           

From a fiscal and monetary perspective, the 2019 fiscal year has so far been eventful than any other since 

2009. A number of monetary and fiscal developments took place. The developments presented tax 

accounting challenges to taxpayers emanating from varied interpretations of the numerous policies and 

guidelines that were issued by the authorities. Some tax assessments were done in foreign currency while 

some were in RTGS dollars. At the same time, taxpayers are reportedly saddled with a tax debt of over 

$4billion dollars owed to ZIMRA. These developments suggest that the tax clearance certificates for the 

2020 fiscal year will be difficult to acquire from ZIMRA and therefore it is prudent to start now. 

 

 



 

 

Headache caused by 2019 monetary instruments   

On the 24th of June 2019 the government took a bold move of re-introducing the Zimbabwe dollar as the 

sole currency for domestic transactions, thereby technically banning the use of foreign currency in settling 

obligations within Zimbabwe Assets and liabilities held on 22 February 2019 were deemed converted from 

United States dollar to RTGS$ on 1:1 and to remain fixed thereafter. These monetary developments 

however have not been complemented by fiscal developments which remain stuck in foreign currency as 

regards to payment of taxes for transactions made in foreign currency. As a result there are now tax 

challenges of transiting to the Zimbabwe dollar which the government needs to sort out in order to sanitize 

the monetary policy. 

Are ZIMRA public notices valid enforcements or Advance Tax Rulings? 

The ZIMRA Commissioner General has issued a number of public notices in the recent past. The public 

notices sought to give guidelines, instructions and directives on payment of taxes and filing of returns 

following the monetary pronouncements and enactments. SI 33 introduced the RTGS dollar (composed of 

bond notes, coins and the RTGS) which was floated against the United States dollar (USD), marking the 

end of the parity rate of exchange between bond notes and the USD. On the other hand, SI 142 introduced 

the Zimbabwe dollar and designated it as the sole legal tender for domestic transactions, banning the use 

of foreign currencies. A number of questions have been raised concerning the legal status of ZIMRA public 

notices, in terms of them being legally binding or enforceable and this article seeks to clarify the position. 

History on payment of VAT in foreign currency 

The payment of VAT in foreign currency has dominated most tax and non-tax conversations alike of late. 

Upon gazetting of SI 142, which banned use of foreign currencies on domestic transactions ZIMRA issued 

Public Notices which directed taxpayers to pay their taxes in foreign currency against the view that all 

obligations will now be payable in local currency. This further compounded the confusion that already 

existed as the public notices were viewed to be inconsistent with the SI.  

CG’s Public Notice to Financial Institutions to unblock funds   

The Commissioner General of the Zimbabwe Revenue Authority (ZIMRA) has issued a Public Notice 

which seeks to clarify tax requirements to Financial Institutions to facilitate efficient payment of taxes and 

reiterating that taxes for the period prior to 24th of June 2019 where transactions were wholly or partly in 

foreign currency remains payable in foreign currency. This came on the backdrop of financial institutions 

declining processing of taxes in foreign currency arguing it was banned through SI 142. 

Finance Minister Presents 2019 Mid-term Budget 

FINANCE Minister Mthuli Ncube has promised relief on some taxes ahead of his interim budget on July 

31, 2019, as a mid-term fiscal review statement measure to cushion people against the continuous erosion 

of disposable incomes, reported The Independent (online) newspaper. This comes as the 2% tax he 

introduced when he took office in September 2018 has become a solid revenue generator for the country, 

generating in excess of $90 million per month. Among the issues the Minister is expected to address include 

tax free bands (tax tables), tax-free bonus, VAT registration thresholds, and tax 

credits/deductions/incentive thresholds to mention a few. 

Tax Scam costs Government Billions 

The Herald newspaper of July 10, 2019 carried a story to the effect that some players in the garment-

making sector are allegedly skimming the Government of billions of dollars in potential tax revenue and 

suffocating downstream textile industries by abusing a special clothing manufacturers’ rebate (CMR) 

designed to protect domestic apparel producers from external competition 
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1.2 Tax Matrix News and Developments 

1.2.1 The 2019 Mid-Term Fiscal Policy Review Seminar 

 
 



 

 

 

1.2.2 The Tax and Business Interface 2019 

 

 



 

 

1.2.3 Monthly Tax Update 

 

 
 

 



 

 

1.2.4 The 2019 Taxation Books 

 

 

 

 



 

 

1.2.5 Tax Issues of SI 142 Seminar: 05 July 2019 – Harare Pictures 

 

 

 



 

 

2. Legislation 
 

2.1 Acts 
 

Nothing to report 

 

 

2.2 Statutory Instruments 

 

2.2.1 Duty suspension on power equipment and critical spares for ZESA 
 

Background 

 

The Minister of Finance and Economic Development has through Statutory Instrument 139 of 2019 granted 

a Suspension of duty on power equipment, critical spares and transformer components imported by ZESA 

Enterprises (ZENT), Zimbabwe Electricity Transmission and Distribution Company (ZETDC), the 

successor company of Zimbabwe Electricity Transmission and Distribution Company (ZETDC) and 

Zimbabwe Power Company (ZPC), all being ZESA subsidiaries.  

 

Law and Interpretation 

 

Section 235 of the Customs and Excise Act [Chapter 23:02], empowers the Minister to make regulations 

for suspension of customs duties. The Minister has therefore issued Customs and Excise (Suspension) 

(Amendment) Regulations, 2019 (No. 213) which suspend duty on power equipment and critical spares 

imported by ZESA subsidiaries. The duty suspension will be for a period of one year with effect from 1st 

June, 2018. The suspension applies for power equipment, critical spares and transformer components 

imported by ZESA and its subsidiaries as stated above. The range of the eligible spares, equipment and 

components is too wide and is specified by tariff codes. They include conveyor or transmission belts; 

stainless steel in ingots; boilers; turbines; pumps; bulldozers among others. For the detailed of list of the 

items subject to duty suspension visit the Veritas website: http://www.veritaszim.net/node/3567 

 

Decision Impact 

 

The decision by government to grant the duty suspension is a welcome development as it comes at a time 

when the nation faces a severe power deficit reportedly caused by low water levels at Lake Kariba. 

However, that the suspension was granted through an SI gazetted on 21 June 2019 for one year effective 1 

June 2018 suggests that it was granted in retrospect and has therefore lapsed on 31 May 2019. Government 

may need to extent the suspension for another period beginning 1 June 2019. This will go a long way in 

cushioning the power utility subsidiaries from the costs associated with importation of equipment and 

spares. In any case, the power utility is often dependent on treasury for funding and the move will lessen 

the funding burden on treasury. 

 

 

2.2.2 Government issued new Treasury Instructions  

 

Background 

 

The Minister of Finance has through SI 144 of 2019 issued comprehensive Public Finance Management 

(Treasury Instructions) which supersede all the instructions that have been issued before. The instructions 

are meant to provide guidance on public financial management matters relating to (a) the collection, 

receipt, custody, control, issue or expenditure of public money (b) the acquisition, receipt, custody, control, 

issue, sale, delivery, transfer or disposal of any State property (c) expenditure on any service involving a 

http://www.veritaszim.net/node/3567


 

 

charge on the Consolidated Revenue Fund (d) the operation of any statutory fund; and (e) the acceptance, 

on behalf of the State, of any gift, donation, bequest or other grant of moneys or other property which is 

made subject to a condition or is likely to involve a charge on the Consolidated Revenue Fund.  These 

instructions shall apply to Government Ministries, agencies and employees of any department or agency. 

Every accounting officer has been tasked to ensure the instructions are complied with at all times and at 

all levels.  

 

Law and Interpretation 

 

The Treasury instructions have been approved by the Minister of Finance in terms of section 78 of the 

Public Finance Management Act [Chapter 22:19]. They came into effect on 28 June 2019, the date on 

which they were gazetted, four (4) days after SI 142 which banned use of foreign currencies in Zimbabwe 

(with a few exceptions) and making the Zimbabwe dollar the sole legal tender. The instructions are meant 

to strengthen the Public Finance Management system of the government. They contain the following 

provisions among others: Limits of State borrowings, public debt and State guarantees; Safeguarding of 

Public Funds and Property; Budgeting and budgetary control measures; Revenue Management provisions; 

Expenditure management; Procurement Processes for Goods, Services and Works; Asset and Liability 

Management; Financial Reporting among others. The basis of Accounting that the Government of 

Zimbabwe uses will be that determined by the Board responsible for setting Accounting Standards in 

Zimbabwe (PAAB). Also, the Government will apply the cash basis for voted funds and accrual basis for 

statutory and other funds. Of importance to note from the instructions is that it provides for United States 

Dollar (USD) as the “Functional and reporting currency” notwithstanding that SI142 has technically 

banned the use of United States dollar and other foreign currencies in domestic transactions.  

 

Decision Impact 

 

The adoption of the USD as the functional and reporting currency for the government is being made 

notwithstanding the fact that the Finance Minister had issued SI 142 on 24th of June 2019 which introduced 

the Zimbabwe dollar and designated it as the sole legal tender and banning all foreign currencies from use 

as legal tender alongside the Zimbabwe dollar in Zimbabwe. This instruction does not seem to be in 

congruent with SI 142. It appears it could not be corrected in this regard because the instruments were 

published almost at the same. There is need for government to synchronise the two pieces of legislation. 

Nevertheless, the treasury instructions, if adopted will see a strengthened Public Finance Management 

system that is efficient, effective and that inspires confidence in its management of public funds (taxes).  

 

 

2.2.3 Hwange Electricity Supply Company payments exempt from non-resident taxes  
 

Background 

 

The Hwange Electricity Supply Company was granted a licence to construct, operate and maintain Hwange 

Power Station Stage III for the purpose of generating and supplying electricity to consumers in the region 

By Zimbabwe Electricity Regulatory Authority (ZERA) in 2015. In order to ensure its objectives are 

achieved at the least cost, the government has listed as payments made by Hwange Electricity Supply 

Company to non-resident persons for the use or right of use of intellectual property in Zimbabwe and 

supply services as exempted from non-resident tax on royalties and fees. The effect is that the company 

will not be required to withholding tax on royalties and fees paid by it to non-resident persons. These 

exemptions were gazetted through Statutory Instruments 140 and 141, respectively.  

 

Law and Interpretation 

The Minister of Finance and Economic Development Prof Mthuli Ncube has issued Statutory Instrument 

140 of 2019. [CAP. 23:06 Income Tax (Non-Resident’s Tax on Royalties) (Hwange Electricity Supply 

Company (Private) Limited) Notice, 2019 which amends subparagraph (a) of paragraph 1(1) of the 

Nineteenth Schedule to the Income Tax Act [Chapter 23:06] to include Hwange Electricity Supply 



 

 

Company (Private) Limited) project among the projects which the Minister has specified as exempt from 

deduction of non-resident tax on royalty. The project in question that qualify for this relief is the expansion 

of the Hwange Thermal Power Units 7 and 8. The measure takes effect from the 22nd of February, 2019. 

Meanwhile the same project has through Statutory Instrument 141 of 2019. [CAP. 23:06 Income Tax (Non-

Resident’s Tax on Fees) (Hwange Electricity Supply Company (Private) Limited) Notice, 2019 been 

exempted from deduction of non-resident tax on fees effect the same date.  This is done through amending 

paragraph 1(1) in subparagraph (e) of the definition of fees in the Seventeenth Schedule. The effect is not 

to regard as fees for purposes of non-resident tax on fees amounts paid in respect of the project for the 

expansion of the Hwange Thermal Power Units 7 and 8. 

 

Decision Impact 

 

The exemption from non-resident taxes on payments made for services of non-residents will ensure the 

cost of procuring these services will be cheaper. At the same time, non-resident service providers will be 

more willing to supply their services in light of the tax exemption afforded payments to them. Electricity 

is of such strategic importance for economic growth and development and this relief comes at a time the 

country has no power, hence a quick establishment of additional sources of power will be key. The 

exemption from the taxes will also mean a reduced cost of electricity to domestic consumers since any 

costs borne by business are usually passed onto the final consumers through high prices. 

 

 

2.3 Bill Watch 
Nothing to report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

3. Court Cases and Appeal 
 

3.1 Court Appeal 
 

3.1.1 Taxpayer lost claim of VAT paid by a bank to ZIMRA 
 

Case name   ICE Class Properties (Pvt) Ltd vs.  NMB Bank Ltd and ZIMRA; HH 28-19 

Facts   ICE Class Properties (Pvt) Ltd (taxpayer) borrowed money from NMB which it 

failed to repay as a result it sold to NMB its piece of land to settle the debt. 

 The sale agreement provides it would retain the option to repurchase the 

property from NMB provided it exercised the same by a certain fixed date and 

upon exercise of the buy-back option, it would then be liable for payment of 

capital gains tax together with all the related transfer costs. 

 However  five days before the expiration of the period of the buy-back option, 

NMB, with the consent of ICE, sold the property to Chamber of Mines Pension 

Enhancement Fund (“the Fund”)   

 The parties mutually agreed that ICE would exercise its buy-back option through 

the Fund and that some of the funds will be distributed to NMB conveyancer to 

be held in trust for the taxpayer and out of which shall be paid ZIMRA taxes and 

any amount due from NMB to the taxpayer. NMB was to get its share of the 

proceeds as recovery of the advanced loan in settlement of the debt and any 

balance thereafter to be paid to the taxpayer.  

 Before this plan could be implemented the ZIMRA raised an assessment against 

NMB for both capital gains tax and VAT and whereupon NMB forwarded the 

entire burden to the taxpayer by instructing its conveyancers to pay both taxes 

from the sum which they held in trust for the taxpayer. 

 The conveyancers complied with the NMB instruction to pay these taxes and 

hence the current court case with the taxpayer citing  payment of VAT by NMB 

was not lawful as NMB was in the business of making exempt supplies and it 

wanted the VAT back either from NMB or both NMB and ZIMRA. 

Jurisdiction    High Court of Zimbabwe, Harare 

Issues  for  

determination  

 Whether the payment of VAT to ZIMRA on sale of a property by NMB, a 

financial services provider was or was not unlawful.  

 Whether NMB should be ordered to refund to ICE the full amount of VAT paid 

to ZIMRA, or alternatively whether NMB and ZIMRA should be ordered to 

refund ICE the full amount jointly and severally. 

Date  of  

decision  

 26 November, 2018 and 22 January, 2019 

Decision    That ZIMRA’s conduct is based on statutory law while that of NMB is based on 

the law of contract which it concluded with the taxpayer and that therefore the 

two sets of conduct should not be lumped together and/or confused.  

 That ZIMRA owed no duty to the taxpayer to explain the fact of whether or 

not VAT was/is payable on the property rather it owed this duty to NMB 

from which it demanded payment of both taxes 

 That it was incorrect for taxpayer to argue in the corner of NMB insisting 

that NMB as a provider of financial services was not liable to pay VAT.  

 That a declaratory order can only be made where ICE establishes, on a 

balance of probabilities that the respondent against whom the application is 

made acted outside the law and that where the respondent acted within the 

law, the order for a declaratur would be contrary to the public policy.  



 

 

 That its issue with NMB falls into the area of the law of contract and what is 

appropriate is for the taxpayer to sue NMB for breach of contract.  

 That it failed to show that ZIMRA acted outside the law which it is enjoined 

to enforce and accordingly it’s declaratory against ZIMRA to return the 

amount of VAT paid by NMB cannot stand.  

  

The Facts  

 

ICE Class Properties borrowed some money from NMB which it failed to repay. In order settle its 

indebtedness, it sold its piece of land in Harare to NMB under terms which provides that it will retain the 

option to repurchase the property from NMB provided it exercised the same on or before a certain agreed 

date and upon exercising this option the taxpayer would be liable for payment of capital gains tax together 

with all the related transfer costs. Five days before the expiration of the period of the buy-back option, 

NMB, with the consent of ICE, sold the property to Chamber of Mines Pension Enhancement Fund (“the 

Fund”) and the parties agree the taxpayer would exercise its buy-back option through the Fund. The Fund 

would pay to NMB’s conveyancers a certain sum which they would hold in trust for the taxpayer for 

purposes of paying taxes to ZIMRA in respect of capital gains tax (CGT) or value added tax (VAT) 

whichever is applicable  and any amount due from NMB to the taxpayer. NMB was to get its share of the 

proceeds as recovery of the advanced loan in settlement of the debt and any balance thereafter to be paid 

to the taxpayer. Before this plan could be implemented the ZIMRA raised an assessment against NMB in 

respect of both capital gains tax and VAT and whereupon NMB forwarded the entire burden to the taxpayer 

by instructing its conveyancers to pay both taxes from the sum which they held in trust for the taxpayer. 

The conveyancers complied with NMB instruction and it is the payment of these taxes which gave rise to 

the current court case, whereupon the taxpayer contented that the payment of VAT by NMB was not lawful 

as NMB was in the business of making exempt supplies. It demanded the VAT paid to be returned to it 

arguing that since NMB was a financial services provider it was not legally liable to pay VAT and that in 

terms of its agreement with NMB, it is only liable to pay either capital gains tax or VAT and not both taxes. 

 

Relevant Legislative Provisions   
 Relevant Legislation  

 s 23 (4) (a) of the Value Added Tax Act 

 s 11 (a) of the Value Added Tax Act 

 s 14 of the High Court Act [Chapter 7:06] 

 

Competing Arguments 

 
Issue  Taxpayer  

Whether the 

payment of VAT 

to ZIMRA on sale 

of a property by 

NMB, a financial 

services provider 

was or was not 

unlawful.  

 That NMB, as a financial services provider, was not legally liable to pay VAT.  

 That, in terms of its agreement with NMB, it is only liable to pay either capital 

gains tax or value added tax and not both taxes.  

 That NMB should not have instructed its conveyancers to pay VAT when it was 

aware that its status as a financial services provider exempted it from paying it 

 That its position is that NMB is not registered for value added tax.  

 
Whether NMB or 

ZIMRA should be 

ordered to refund 

to ICE the full 

amount of VAT 

paid to ZIMRA 

 That the court should declare the levying of VAT against NMB to be in violation 

of s 11 (a) of the VAT Act and, therefore, unlawful and to direct NMB to reimburse 

to it the sum which NMB caused to be paid to ZIMRA as VAT. 

 That the basis of the sale of the property had its roots in NMB’s traditional 

functions as a financial services provider and on a transaction in terms of which 

the security against a loan was taken by the Bank in lieu of a cash payment.  

 That the same security was then sold with no value addition to convert the non-

liquid repayment into a liquid payment and it remains a loan settlement. 



 

 

 

  

Issue  NMB and The Zimbabwe Revenue Authority (ZIMRA) 

Whether the 

payment of VAT 

to ZIMRA  as 

contemplated  

was or was not 

unlawful.  

 

 That NMB is VAT registered and in addition to its financial services function, it 

provides banc assurance business for a commission as well the acquiring and 

disposing of stands/immovable properties and both were VATABLE.  

 That, as a registered operator for value added tax, NMB is liable to account for 

value added tax on the disposal of the immovable property.  

Whether NMB or 

ZIMRA should be 

ordered to refund 

to ICE the full 

amount of VAT 

paid to ZIMRA 

 

 That NMB, according to it, is a registered operator which, apart from supplying 

exempt financial services, also carries out vatable banc assurance and immovable 

property sales business on which it has been remitting value added tax.  

 That ICE’s motion which is to the effect that the value added tax assessment which 

it made and imposed on NMB be declared unlawful is without any merit. 

 That ICE was not aware that NMB also carried out activities which attract value 

added tax. 

 

Issue  Court reasoning and decision  

Whether the 

payment of VAT 

to ZIMRA on sale 

of a property by 

NMB, a financial 

services provider 

was or was not 

unlawful.  

 

 

 That the ZIMRA conduct is based in statutory law while that of NMB is 

grounded in the law of contract which it concluded with the taxpayer.  

 That these conducts should not be lumped together and/or confused because 

they speak to two different circumstances.  

 That NMB applied for VAT registration and got registered in 2007 and it therefore 

is liable to account for VAT whenever it disposes of any immovable property.  

 That NMB sold a piece of land to the Fund and because it is VAT registered it 

could not avoid its obligation to account for the same to ZIMRA.  

 That the suggestion that ZIMRA acted outside the law when it assessed VAT 

in respect of the sale of the property becomes more fanciful than it is real.  

 That it was within ZIMRA’s right to assess and demand that NMB should pay 

VAT for the land which it sold and the law is, on its side in this case.  

 That taxpayer argued from the perspective of a misinformed entity when it 

averred that NMB was not registered for VAT. 
 

Whether NMB or 

ZIMRA should be 

ordered to refund 

to ICE the full 

amount of VAT 

paid to ZIMRA 

 

 That whilst it is accepted that the initial agreement between ICE and NMB 

showed that the intention of NMB and ICE was to allow ICE to re-purchase the 

property as no purchase price was paid, the contract between NMB and the 

Fund is totally different.  

 That the contract of sale between NMB and the Fund has all the features of a 

purchase and sale agreement because it has the buyer, the seller and the price.  

 That the fact that the new purchaser of the property has nothing to do with the 

buy-back option marks the difference of the two agreements.  

 That it cannot be suggested that the Fund which purchased the property intends 

to re-sell the same to the taxpayer and it its clear intention is to keep the property 

to itself for timeous immemorial.   

 That the difference of the two agreements accounts for ZIMRA’s silence in 

regard to the first contract of sale and its demand for payment of both capital 

gains tax and value added tax in so far as the second contract is concerned.  

 That the ZIMRA could not demand payment of any tax in the first contract 

because no money changed hands between the taxpayer and NMB.  

 That the same cannot be said of the second contract wherein the Fund paid the 

requisite purchase price and hence it brought ZIMRA into the equation.  



 

 

 That based on these set of matters, the submissions by the taxpayer has no merit.  

 That the taxpayer cannot be allowed to contract outside the law on the false 

premise that its contract falls in the ambit of a loan settlement.   

 That it does not explain what prompted it to adopt the complicated route of 

selling and re-purchasing what it had sold rather it could have passed a 

mortgage bond over the property in favour of NMB if its intention was to use 

the property as security for the loan which had been advanced to it. 

 That the reason for the route which it took is, however, not difficult to discern: 

the taxpayer realized that it owed a huge debt to NMB.  

 That the fact that the taxpayer failed to repurchase the property during allowed   

window period necessitating the parties to execute an addendum extending the 

period by a further two months confirms its incapacity to pay off the debt.  

 That its inability to pay what it owed to NMB left it with no option but to 

consent to the sale of the property to the Fund by NMB and therefore it is not a 

loan settlement as the taxpayer suggests.  

 That ICE based its case more in the law of contract and more against NMB than 

it is against ZIMRA and hence no reason to drag ZIMRA into the matter. 

 That the application is, to the stated extent, misdirected.  

 That ICE cannot argue competently on whether or not the transaction which 

forms the basis of its application attracts value added tax in addition to capital 

gains tax which ZIMRA demanded from NMB.  

 That ZIMRA owed no duty to the taxpayer but to NMB to explain the fact of 

whether or not VAT is levied on the property and incorrect for the taxpayer to 

argue in the corner of NMB that NMB was/is not liable to pay VAT. 

 That it is trite that a declaratory order can only be made where the taxpayer 

establishes, on a balance of probabilities that the respondent against whom the 

application is made acted outside the law.  

 That where the respondent acted within the law, the order for a declaratur would 

be contrary to the public policy of Zimbabwe and the court cannot declare a 

lawful conduct unlawful accordingly ICE is the author of its misfortunes.  

 That it lumped together matters which should not have been combined but 

should have sued NMB separately based on the contract which it signed with it   

 That its application for a declaratur against ZIMRA cannot stand because it 

failed to show that ZIMRA acted outside the law which it is enjoined to enforce.  

 That its issue with NMB falls into the area of the law of contract and what is 

appropriate is for the taxpayer to sue NMB for breach of contract.  

 That from the foregoing, although the default of NMB entitles ICE to have 

judgment entered in its favour, the same cannot be granted on the strength of 

the application which is before the court.  

 That NMB might have breached its contract with ICE, but the breach, if such 

exists, cannot translate into what is normally regarded as unlawful conduct.  

 That it is nothing but a breach which does not fall into the family of unlawful 

conduct as is stipulated in the country’s constitution or in statutory legislation.  

 That the taxpayer failed to establish, on a balance of probabilities, its case 

against both NMB and ZIMRA and its application is devoid of merit and is 

accordingly dismissed with costs. 
    

Decision Impact 

 

When taking matters to the courts, taxpayers should always ensure that they have the correct facts. This 

will help them argue their cases from an informed position. Working on assumptions does not help. 



 

 

Unnecessary litigation costs will be avoided in the process. It is also important to identify specific 

legislation that would have been violated by a law enforcement agency. Where a law enforcement agency 

would have acted within the confines of the laws that it administers, the courts will not declare their actions 

unlawful as it will be against public policy to do so. 

 

3.2 Fiscal Appeal 

Nothing to report.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

4. Interpretations & Announcements 
 

4.1 Tax Matrix Analysis of Existing and New Legislation 

 

4.1.1 Start preparing for 2020 Tax clearances now      
 

Background 

 

From a fiscal and monetary perspective, the 2019 fiscal year has so far been eventful than any other since 

2009. A number of monetary and fiscal developments took place. They have all so far amounted to the 

introduction and adoption of the Zimbabwe dollar as the sole legal tender for domestic transactions and 

banning use of foreign currencies for domestic transactions with a few exceptions. The developments 

presented tax accounting challenges to taxpayers emanating from varied interpretations of the numerous 

policies and guidelines that were issued by the authorities. Some tax assessments were done in foreign 

currency in respect of income earned in foreign currency while some were in RTGS dollars. With the 

coming in of SI 142 which banned use of foreign currencies, taxpayers can no longer get paid by their 

debtors in foreign currency to enable then to meet their tax obligations that arose in foreign currency. 

Therefore the tax affairs with all these developments can never be clean necessitating a serious account 

maintenance exercise otherwise the tax clearance certificates for the 2020 fiscal year will be difficult to 

acquire from ZIMRA.  

 

Law and Interpretation 

 

Section 34C of the Revenue Authority Act [Chapter 23:11] regulates the issuance of tax clearance 

certificates. It provides for issuance of a tax clearance certificate by the CG to any person who applies for 

and is entitled to it. While a tax clearance certificate is not paid for, its issuance is conditional upon 

fulfilment of statutory obligations specified in the tax statutes. A taxpayer should have filed his income tax 

return for the previous year of assessment or would have made arrangements with the Commission for 

submission of such return. Furthermore, a taxpayer should be up to date with his submission of returns and 

payments for any other tax heads such taxpayer is obliged to file or pay. These include VAT, PAYE, 

Withholding taxes; Capital Gains taxes; presumptive taxes and mining royalties amongst others. If any 

returns or payments are outstanding, one should have made appropriate arrangements to file of pay them 

by way of a payment plan. A tax clearance certificate is issued with validity of a full year or any other 

shorter period depending on the compliance record or tax position of a taxpayer.  

 

In terms of Section 80 of the Income Tax Act, a 10 percent Withholding Tax is deductible from all amounts 

payable to a person who enters into contracts with the State or a statutory body, a quasi-government 

institution and taxpayers who are registered with the Zimbabwe Revenue Authority (ZIMRA) except when 

the payee (one who receives payment) furnishes the paying officer with a tax clearance certificate. This 

essentially means that when a supplier does not hold a tax clearance certificate at the time any payment is 

being made to him, by a customer in terms of a contract between the two parties, such supplier suffers a 

deduction of 10 percent of the amount that was due to be paid by the payer, which is a form of a tax. It 

applies to a contract for the supply of goods or services worth or aggregating $1,000 per annum. However 

because of the uncertainty in frequency of supplies, contracting parties are advised to deduct the 10 percent 

tax even if a supply is less than $1,000. The customer will be erring on the side of caution in order to avoid 

any potential exposure. Furthermore, most businesses shun those without tax clearance certificates. They 

avoid contracting with them altogether in order to avoid tax exposure since any failure to deduct the tax 

will leave the payer with the obligation to pay it out of his own funds. 

 

Lack of tax clearance is an indication that a taxpayer’s affairs are not in order. In business circles, it gives 

a taxpayer the “non-compliant business tag”. Most tax compliant businesses shun those without tax 

clearance certificates. It gives them an additional and avoidable administrative burden of having to 



 

 

withhold the tax and remitting it to ZIMRA. Most tenders from both government and the private sector 

place a tax clearance certificate amongst the mandatory requirements. So, the withholding tax has a 

financial bearing on operations in that it results in loss of potential revenue at the time of receiving 

payments due. Although, the taxpayer would be able to recover this withholding tax against income tax 

chargeable on his income, there is an opportunity cost, time value of money or working capital 

considerations in doing this. The 10% tax also applies at the time of importation of goods where an 

additional 10 percent of the value of imported goods is levied on the importer.  

 

Decision Impact 

 

The importance of compliance is often seen at the beginning of the year. ZIMRA would not renew a tax 

clearance certificate if the taxpayer’s affairs are not in order. Therefore, taxpayers need to start preparing 

for the 2020 tax clearance certificates now. The time to do a stock take of returns and payments is now. 

Any tax account reconciliations with ZIMRA, tax head-by-tax head need to be done now. Any separation 

of tax obligations between foreign currency and local currency need to be done now. Payment plans (if 

any) with ZIMRA need to be agreed to and adhered to from now onwards. All this will ensure that a 

taxpayer will be in good standing with the taxman which in turn guarantees a smooth issuance of a tax 

clearance certificate come December 2019 when the 2020 tax clearance certificates will begin to be 

processed. A lot of inconveniences will be avoided. Tax Matrix can assist with account maintenance. 

 

4.1.2 Headache caused by 2019 monetary instruments  

 

Background   

 

On the 24th of June 2019 the government took a bold move of re-introducing the Zimbabwe dollar as the 

sole currency for domestic transactions, thereby technically banning the use of foreign currency in settling 

obligations within Zimbabwe, except for purposes of paying of duty and VAT upon importation of goods 

as well as paying airfares to airlines. This move is a culmination of a process which started in October 

2018 when the government separated bank accounts for RTGS$ and Nostro FCA. In February 2019 it 

introduced the Zimbabwe dollar as a legal tender along with other foreign currencies and made it the 

functional currency for accounting and other purposes. Assets and liabilities held on 22 February 2019 

were deemed converted from United States dollar to RTGS$ on 1:1 and to remain fixed thereafter. After 

22 February 2019 conversion of United States to RTGS$ to be determined using the interbank rate of 

authorised dealers whose determination is on willing buyer willing seller basis. Enactments in United 

States were deemed expressed in RTGS$ on a 1:1, implying wherever there is United States dollar amount 

it should be read as RTGS$ amount on a 1:1 basis. These monetary developments however have not been 

complemented by fiscal developments which remain stuck in foreign currency as regards to payment of 

taxes for transactions made in foreign currency, as a result there are now tax challenges of transiting to the 

Zimbabwe dollar which the government needs to sort out in order to sanitize the monetary policy. The 

missing link is tax transitional rules in SI142 to allow smooth migration to the mono currency.   

 

Law and Interpretation 

 

One such challenge is with regard to VAT on credit sales invoiced in foreign currency made before the 

24th of June 2019, but whose settlement is made in Zimbabwe dollar thereafter. The payment of output tax 

is predicated on the time of supply rule, which provides that VAT is triggered when an invoice is issued, 

payment is made for the supply, goods are delivered, services are performed or when immovable property 

is registered in the deeds registry whichever occurs first. This therefore entails that output tax can be 

declared and remitted in foreign currency on credit sale which is settled in the Zimbabwe dollar because 

of changes brought about by SI142. The government will need to step in and declare how such matters 

should be dealt with. The credit and debit notes rules provided within the VAT Act do not seem sufficient 

to address this issue. The same transaction may have income tax implications because the law requires 

income tax to be paid in foreign currency when the sale is made in foreign currency. A taxpayer may 

therefore end up being required to pay income tax in foreign currency for a sale it invoiced in foreign 



 

 

currency, notwithstanding the fact that the debtor settled it in Zimbabwe dollar following the banning of 

foreign currency payments.  On the flip side, the government might lose foreign currency as a result of 

taxpayers claiming input tax on invoices issued in foreign currency but which after the 24th of June 2019 

are settled in Zimbabwe dollar. The law allows a VAT registered operator to account for tax payable on 

invoice basis as long as the operator is in possession of an invoice meeting the requirements of a tax invoice 

and the claim is made within the tax period the operator is required to submit a tax return or 12 months 

whichever is the longer period. It is not necessary that the invoice should have been settled for the claim 

to be made.  

 

The Minister of Finance would also need to review values of tax credits, certain capital expenditure for 

capital allowances purposes, prescribed donations etc when presenting his mid- term budget later this 

month. These values were eroded by inflation following conversion from United States dollar to RTGS$ 

on 1:1 basis and therefore no longer retain their status tax incentives to the taxpayers. Statutory instrument 

33 provides that: “… every enactment in which an amount is expressed in United States dollars shall, on the and 

after effective date, be construed as reference to the RTGS dollar, at parity with the United States dollar, that is to 

say, at a one-to-one rate”. The same applies for employment tax tables which have resulted to most employees 

being pushed into high tax brackets.  

 

Capital gains tax rules also need revision. This is because Statutory Instrument 33 which provides that 

opening balances of assets are valued and denominated in RTGS dollars at a rate of 1:1 with the United 

States dollar has created an onerous tax burden on taxpayers for assets acquired before 22 February 2019 

and sold after this date. The cost base of those assets remains stuck in RTGS at 1:1 with USD whilst the 

selling price will be inflated as it accords with the interbank rate of exchange. The result is the creation of 

artificial RTGS$ capital gain when in terms of real value one would not have made any gain. A move to a 

flat tax rate for such assets would save taxpayers of heavy tax burden, whilst at the same time simplifying 

tax computation.  

 

Decision Impact  

 

Finally the laws for payment of taxes in foreign currency in an economy where the Zimbabwe dollar is the 

sole legal tender for domestic transaction militates against certainty, simplicity and stability of a tax system. 

These tents constitute cornerstones of a good tax system which policy makers should always consider 

whenever introducing any tax policy. They are also the benchmarks by which taxpayers can assess the 

effectiveness of government in maintaining and improving tax systems. Complicated tax laws alienates 

investors as well as adding to the cost of doing business. Whereas, effective tax systems are a critical 

building block for increased domestic resources in developing countries such as Zimbabwe, essential for 

sustainable development and for promoting self-reliance, good governance, growth and stability. Tax 

transitionary rules which recognise Zimbabwe dollar as the sole currency for purposes of paying taxes are 

therefore necessary for purposes of migrating to the new currency and bringing confidence in the 

Zimbabwe dollar, short of which the businesses will continue to have a high regard of foreign currency 

particularly the United States dollar which may derail the government’s move towards monetary 

sovereignty. This will also assist in resolving the administrative complexities and tax arbitrages associated 

with multicurrency system.   

 

 

4.1.3 Are ZIMRA public notices valid enforcements or Advance Tax Rulings? 
 

Background  

 

Following publication of SI 33 and 142 both of 2019, the ZIMRA Commissioner General has issued a 

number of public notices. Besides these, the CG has always issued public notices since time immemorial. 

The public notices sought to give guidelines, instructions and directives on payment of taxes and filing of 

returns following the monetary pronouncements and enactments. SI 33 introduced the RTGS dollar 

(composed of bond notes, coins and the RTGS) which was floated against the United States dollar (USD), 

marking the end of the parity rate of exchange between bond notes and the USD. It further converted 



 

 

amounts in any enactment expressed in USD to the RTGS dollar on a rate of 1:1. On the other hand, SI 

142 gazetted on 24 June 2019 introduced the Zimbabwe dollar and designated it as the sole legal tender 

for domestic transactions, banning the use of foreign currencies, with a few exceptions. A number of 

questions have been raised concerning the legal status of ZIMRA public notices, in terms of them being 

legally binding or enforceable and that is the focus of this article. 

 

Law and Interpretation 

 

Section 34D as read with the Fourth Schedule of the Revenue Authority Act [Chapter 23:11] provides for 

Advance Tax Rulings. The schedule defines “advance tax ruling” as “a written statement in the form of a 

binding general ruling, binding private ruling and binding class ruling issued by the Commissioner-General regarding 

the interpretation or application of the relevant Act”. In turn, a Binding General Ruling (BGR) - means an 

advance tax ruling issued in accordance with the requirements of the relevant Act and affects all taxpayers. 

The Commissioner General (CG) of ZIMRA can issue such ruling at any time and at his/her discretion. 

However, the case is different with binding private ruling (BPR) and binding class rulings (BCR). A 

binding private ruling is an advance tax ruling issued in response to an application by a taxpayer regarding 

the application or interpretation of the relevant Act in respect of a proposed transaction as it affects the 

applicant alone. A binding class ruling is issued in response to an application by a taxpayer regarding the 

application or interpretation of the relevant Act as it affects a specific class of persons or taxpayers. So, for 

the CG to issue a binding private ruling and binding class ruling, there must have been an application by a 

person. These two classes of advance tax rulings will be addressed to the person(s) who would have made 

the application. The effect of ATRs is that a Binding General Ruling may be cited by the ZIMRA CG or 

any person in any proceedings before the ZIMRA CG or the courts, while a Binding Private Ruling or 

a Binding Class Ruling can only be cited by the person whom the ruling was issued or by a person 

belonging to a class of (affected) persons to whom the ruling was issued. Any other person cannot cite it 

before the CG or the courts and neither can the CG do the same. The CG is compelled to interpret or apply 

the relevant Act in favour of the applicant or otherwise in accordance with the advance tax ruling given. 

 

ATRs are applied for in a form prescribed by the CG – ATR 1 (ADVANCE TAX RULINGS 

APPLICATION FORM) and the taxpayer is required to provide a number of issues amongst them a 

detailed description of the contemplated transaction. Likewise, an ATR being issued by the CG will be 

clearly specified by its type, whether BGR, BPR, BCR or non-binding private opinion. Paragraph 4(6) of 

the 4th Schedule to the Revenue Authority Act reads: “A publication or other written statement issued by the 

Commissioner- General does not have any binding effect unless it is an advance tax ruling.” Now a look at ZIMRA 

public notices shows that they are issued as such – Public Notices. They therefore constitute “publications” 

or “statements” issued by the CG which do not have any binding effect.  

 

Decision Impact 

 

ZIMRA CG public notices have no binding or legal effect. A taxpayer cannot rely on them in any 

proceedings before the CG or courts of law and succeed. Neither can the CG likewise rely on them. They 

fall outside the definition of an advance tax ruling as defined in the Revenue Authority Act. It follows that, 

in the event that a taxpayer uses the guidance of the CG’s public notice which is misleading, and as a result 

understates his taxes which in turn results in assessment of additional tax and/or penalties from ZIMRA, a 

taxpayer will not succeed in arguing his case on the strength of the public notice issued by the CG. A public 

notice does not bind the Commissioner and neither does it bind a taxpayer. In addition, in the event that 

any public notice happens to be at variance with the law, it will be invalid and a taxpayer can still not use 

it as a defence and succeed in any proceedings before the courts. However, if it is confirmed that a taxpayer 

acted on the strength of a public notice by ZIMRA which was not amended or withdrawn, it is our view 

that the Commissioner may also wave the penalties arising from assessments raised as a result of 

application of the public notice. At best, a public notice creates a legitimate expectation on the part of the 

taxpayer. A public notice has the effect of providing guidelines to the general public on how a particular 

provision is applied. This then creates a general practice prevailing in the law with regards to that particular 

provision.  

 



 

 

 

4.1.4 History on payment of VAT in foreign currency  
 

Background 

 

The payment of VAT (and other taxes) in foreign currency has dominated conversations of late. This 

debated started in November 2018 when ZIMRA issued Public Notice number 45 of 2018 which directed 

taxpayers to pay taxes in foreign currency when they collect the relevant taxes in foreign currency. Upon 

gazetting of SI 142, which banned use of foreign currencies on domestic transactions ZIMRA issued Public 

Notices 27 and 30 of 2019, both of which directed taxpayers to pay their taxes in foreign currency if the 

taxes had been collected or the income had been earned in foreign currency. These developments further 

compounded the confusion that already existed as the public notices were viewed as inconsistent with the 

SI. This article seeks to chronicle the historical background to levying of VAT in foreign currency and 

clarify in detail the continued levy of the same. 

 

Law and Interpretation 

 

VAT in foreign currency was first introduced through Finance Act, 2006 with effect from 1 January 2006. 

This is the period when hyper-inflation began to sky-rocket and some businesses were beginning to demand 

foreign currency payments for goods/services notwithstanding the fact that it was illegal then. The Finance 

Act, 2006 introduced s38(4) to the VAT Act which, then, read: "(4) Notwithstanding section 41 of the Reserve 

Bank of Zimbabwe Act [Chapter 22:15] and the Exchange Control Act [Chapter 22:05], where a registered operator 

receives payment of any amount of tax in foreign currency in respect of the supply of goods or services, that operator 

shall pay that amount to the Commissioner in foreign currency. In this subsection, "foreign currency" means United 

States dollars, Euros or any other currency denominated under the Exchange Control (General) Order, 1996, 

published in Statutory Instrument 110 of 1996, or any other enactment that may be substituted for the same.". Year 

2009, marked the adoption of the multi-currency system where foreign currencies were adopted as legal 

tender alongside the (old) Zimbabwe dollar for all transactions. That also led to an amendment to the same 

s38(4) to include VAT on imported goods to be paid in foreign currency, which amendment came about 

through the Finance Act, 2009. From 2009, foreign currency took root and its use in paying taxes was not 

an issue since. It was not until October 2018 when the authorities stirred the hornet’s nest by directing 

banks to separate currencies between foreign currency (Nostro FCA) and RTGS. Instantaneously, ZIMRA 

issued a directive for taxpayers (public notice 45/2018) to pay taxes in foreign currency if they have 

collected the same. The notice read in part: “Zimbabwe Revenue Authority (ZIMRA) has noticed that there are 

businesses that are trading, withholding and collecting VAT, PAYE, Capital Gains Tax and other taxes in multi-

currencies. Following this observation, ZIMRA has found it necessary to clarify that these businesses should remit 

taxes in the specific currencies in which they collect them without any conversion to RTGS, bond notes, local point-

of-sale and mobile money. Clients can remit their multi-currency taxes to ZIMRA through the following FCA Nostro 

(USD) accounts:…” This effectively signified the absence of parity rate between the bond notes and the 

USD which had been maintained since June 2016 when the bond notes were introduced. It was then not 

uncommon for taxpayers to argue that if the bond note and the USD were at par, that is, at 1:1, then why 

should the authorities demand the VAT in foreign currency specifically. Furthermore, their RTGS bank 

balances were denominated in USD and therefore must just be equally used to settle foreign currency tax 

obligations. 

 

In 2010 the government gazetted the Finance Act, 2019 which made a provision to solidify the position of 

s38(4) through a new subsection [4a]. The new provision read: “(4a) For the purposes of subsection (4)— (a) 

if the price for the taxable supplies in question is paid for in a foreign currency, then the registered operator shall pay 

the amount of the tax to the Commissioner in that foreign currency; (b) if the price for the taxable supplies in question 

is paid for in legal tender other than foreign currency, then the registered operator may pay the amount of the tax to 

the Commissioner in that legal tender or in a foreign currency.” This provision, (effective 1 January 2019), was 

emphatic as it provided in no uncertain terms that if the supply made by a registered operator is paid for in 

foreign currency, then the registered operator was required to remit VAT in foreign currency. 

Simultaneously, the RBZ governor announced a monetary policy that scrapped the parity rate of exchange 

between the bond note and the USD and floated the exchange rate. SI 33 legalised it on 22 February 2019. 



 

 

What might have brought confusion prior to 22 February 2019 was that on the monetary side, the RTGS, 

bond notes and USD were at par and hence the contention that was no prejudice to the government if taxes 

are paid in RTGS instead of USD because of the parity rate 1:1. 

 

Re-dollarisation started gathering pace. Most economic agents and business players started selling in 

foreign currency in order to hedge against the depreciating RTGS dollar. To clarify the position regarding 

payment of taxes, on 27 June 2019, ZIMRA CG issued public notice 27 of 2019 which in part reads: “All 

taxes that were collected, received or accrued prior to SI 142 of 2019 are paid in terms of the provisions of the 

prevailing legislation. Tax returns and payments shall be prepared and submitted in the manner provided in the 

legislation and as guided by the Commissioner General of ZIMRA. The taxes should be paid in local currency and in 

foreign currency as provided in the legislation. This requirement applies to all tax heads without exception. For the 

avoidance of doubt quarter payments (QPDs) due by 25 June 2019 shall be based on the estimates made before 

promulgation of SI 142 of 2019.” This meant that the coming in of the SI did not affect remittance of historical 

taxes. They remained due and payable in terms of the tax laws in existence. However, despite this 

requirement, there were challenges with financial institutions that were not processing any payments of 

taxes in foreign currency arguing that was outlawed. This prompted ZIMRA to issue another public notice 

[30 of 2019] meant for financial institutions which was meant to ensure financial institutions continue 

facilitating payment of taxes in foreign currency (see para. 4.2.1). The same notice advised that refunds in 

foreign currency shall be claimed and paid in foreign currency. 

 

Decision Impact 

 

The laws requiring payment of VAT and other taxes in foreign currency are still in place. SI142 did not 

repeal them but only banned the use of foreign currency in domestic transactions and presumably that 

should include banning the use of foreign currency for payment of taxes for transactions occurring after 

24th of June 2019. The Minister of Finance and Economic Development Prof Mthuli Ncube when 

announcing his Mid Term Fiscal Budget next week (on the 31st of July 2019) he should deal with this 

matter so as to synchronize the laws for ease of doing business and bringing certainty to the laws. 

 

4.2 Announcements 
 

4.2.1 CG’s Public Notice to Financial Institutions to unblock funds  

 

Background 

 

The introduction of the Zimbabwe dollar with effect from 24 June 2019 through SI142 as the sole legal 

tender for domestic transactions has triggered debate regarding the currency of remittance of taxes and 

filing of tax returns. The Commissioner General of the Zimbabwe Revenue Authority (ZIMRA) has issued 

a Public Notice (number 30 of 2019) which seeks to clarify tax requirements to Financial Institutions to 

facilitate efficient payment of taxes and reiterating that taxes for the period prior to 24th of June 2019 where 

transactions were wholly or partly in foreign currency remains payable in foreign currency. This seeks to 

make the financial institutions release foreign currency funds due and payable to the ZIMRA have been 

impacted SI142 which banned transactions in foreign currency.  

 

Law and Interpretation 

 

The notice provides that: 

 

1. All taxes that were collected, received or accrued prior to SI 142 of 2019 are payable in terms of the 

provisions of the prevailing tax legislation. The introduction of SI 142 did not change this legal 

requirement. Clients are therefore required to comply and pay all taxes that were received or accrued 

in foreign currency by due date. This requirement applies to all tax heads without exception. 



 

 

2. SI 142 and other guidelines issued to date permit payment in foreign currency for specified transactions 

including Payment of remuneration to employees by Diplomats, Diplomatic Missions and Non-

governmental Organisations. Tax shall therefore remain payable in the currency of transaction on such 

approved cases. The Zimbabwe Revenue Authority is obligated to process any tax refunds in foreign 

currency were payment was received in foreign currency  

3. In light of the exceptions provided in SI142 of 2019, the tax laws will require the taxpayers to remit or 

claim from ZIMRA the tax in foreign currency in the period after 23 June 2019. 

 

It has however been noted that the public notice has not addressed key transitional issue regarding VAT 

and Income tax implications of transitional debtors. That is, sales of goods/services on credit in foreign 

currency whose tax (VAT) or QPD would have been paid in foreign currency but the debtor can no longer 

pay the taxpayer in foreign currency.  

 

Decision Impact 

 

The requirement to pay taxes in foreign currency in respect of supplies paid for or income earned, received 

or accrued in foreign currency is still in place. The relevant laws still stand, but the rules will be difficult 

to enforce because foreign currency payments for domestic transactions have been banned and what the 

government should be doing is to scrap the rules in the interest of certainty and confidence building on the 

Zimbabwe dollar. We also envisage complications regarding VAT refund in foreign currency after 24th of 

June 2019 notwithstanding the ZIMRA has guaranteed refund of VAT in the currency tax was paid in. 

Meanwhile, taxpayers are advised to be pro-active by instituting own tax audits or tax health checks to 

examine compliance for the period prior to 24 June 2019 and do voluntary disclosure because the ZIMRA 

has indicated that it will carry a tax audit for the period concerned. In the event that errors are found 

penalties of up to 100% may be charged.  

 

4.2.2 Finance Minister Presents 2019 Mid-term Budget 
 

Background  

 

FINANCE Minister Mthuli Ncube has promised relief on some taxes ahead of his interim budget 

on July 31, 2019, as a mid-term fiscal review statement measure to cushion people against the 

continuous erosion of disposable incomes, reported The Independent (online) newspaper 

(https://www.theindependent.co.zw/2019/07/12/ncube-promises-to-reduce-tax-burden/). This comes 

as the 2% tax he introduced when he took office in September last year has become a solid revenue 

generator for the country, generating in excess of $90 million per month. 

 

Law and Interpretation 

 

The Minister on 10 July 2019 reportedly told delegates who attended a conversation with Alpha Media 

Holdings chairperson Trevor Ncube in Harare that his office was impressed with the performance of the 

2% tax, driven by the compliance it has received since inception. It was against that background that he 

was certain that the country would do without other taxes (although he would not mention them) in the 

short term, as it tries to come up with a long-term solution to cushion the suffering masses from the ever-

increasing prices, added the paper. Asked during the interview if he was promising any tax reduction, the 

Minister had this to say: “… I’m not promising them anything, but I am thinking about it, I am getting the 

compliance I need… we have to see how we adjust our exemptions, it’s about exemptions, and we said that anyone 

with a transaction of about $10 and below should not pay a tax, clearly that has to be raised given the rate of inflation.” 

(https://www.thestandard.co.zw/2019/07/14/ncube-it-was-a-surprise-for-me/). The above sentiments by 

https://www.theindependent.co.zw/2019/07/12/ncube-promises-to-reduce-tax-burden/
https://www.thestandard.co.zw/2019/07/14/ncube-it-was-a-surprise-for-me/


 

 

the Minister signifies his intention to lower taxes or increase tax exemptions. It is also expected that the 

Minister will deal with transitional issues relating to taxes arising from SI 142. These include transitional 

debtors. Other tax issues that we expect the Minister to deal with include tax free thresholds (tax tables); 

tax free bonus; thresholds for VAT registration and withholding tax tenders; deemed cost or prescribed 

amounts for incentives/deductions/credits amongst others. 

 

Decision Impact 

 

The introduction of tax cuts or exemptions will be a welcome move as it will bring tax relief to both 

business and the public as it comes on the backdrop of Zimbabwe ranking amongst the high tax 

jurisdictions. Also, the Minister is expected to make further provisions that will clarify payment of taxes 

following the introduction of SI 142 and all these measures in totality are expected to simplify payment 

of taxes and in turn the ease of doing business in Zimbabwe. 

 

4.2.3 Tax Scam costs Government Billions 
 

Background  

 

The Herald of July 10, 2019 carried the story “Tax Scam costs Government Billions”, wherein  it revealed 

some players in the garment-making sector are allegedly fleecing the Government of billions of dollars in 

potential tax revenue and suffocating downstream textile industries by abusing a special clothing 

manufacturers’ rebate (CMR) designed to protect domestic apparel producers from external competition 

(https://www.herald.co.zw/tax-scam-costs-govt-billions/). 

 

Law and Interpretation 

 

The publication revealed that month-long investigation into the conduct of some industry players showed 

that after benefiting from the rebate on imported fabrics, some clothing manufacturers were using transfer 

pricing, under-invoicing and incorrect declarations to evade local taxes while taking advantage of 

preferential trade agreements to realise huge profits in regional markets. It further added that, in one glaring 

case, one of the country’s major garment manufacturing companies reportedly made work suits at an 

average cost of $9 per unit which were exported to South Africa for $6. Further, the “exported” work suits 

had simply been moved to a sister company in South Africa which later sold each unit for R250 (about 

$150 at the official interbank exchange rate) after being accompanied by SADC and COMESA certificates 

which exempted the Zimbabwean entity from paying duties for exports into the South African market. In 

2015, the government gazetted Statutory Instrument 32 of 2015 as well as SI 151 of 2015 cited as Customs 

and Excise (Clothing Manufacturer) Rebate Regulations. These regulations have been renewed on an 

annual basis. The clothing manufacturers’ rebate (CMR) was introduced after stakeholders lobbied the 

Ministry of Finance and the Ministry of Industry and Commerce to prop up the struggling industry and 

allows apparel makers to import fabrics from man-made yarn, duty free. Materials eligible for the rebate 

include denim, cotton sewing thread, woven fabrics of polyester staple fibres, chenille fabrics, tulles and 

other net fabrics. However, 100 percent cotton fabrics are not covered under this rebate as they are 

produced locally. The publication further added that some players in the industry have been importing 

material that is locally available and later producing garments for the international market, a development 

that is threatening to destroy downstream players such as cotton farmers, ginners, spinners and weavers. 

 

 

https://www.herald.co.zw/tax-scam-costs-govt-billions/


 

 

Decision Impact 

 

This casts the industry players on the spotlight which may result in tax authority wanting to institute an 

audit and investigation on the industry. Some of the transactions cited point to transfer pricing issues. 

Textile industry players who are associated companies or who have foreign sister companies, subsidiaries 

or holding companies must ensure that they comply with the transfer pricing regulations introduced with 

effect from 1 January 2016. They must ensure they have transfer pricing documentation in place and that 

their prices are compliant with arm’s length principles. Failure to comply with transfer pricing regulations 

attract penalties of up to 100 percent of any assessments raised by ZIMRA in addition to interest charges. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Disclaimer Clauses 

 

The information contained in this MTU is for general guidance only and is not intended as a substitute for 

specific advice in considering the tax effects of particular transactions. Whilst a lot of care has been taken 

in the compilation of the information and opinions contained in this publication, no liability is accepted for 

the consequences of any inaccuracies contained in this guide. The information does not constitute a legal 

advice nor can it be relied on in any dispute with the tax authorities and shall not constitute any legal or 

tax opinion in this or any jurisdiction.  The analysis contained in this MTU is based on the current legal 

framework which is subject to change and Tax Matrix (Pvt) Ltd or its employees assume no obligation to 

update or otherwise revise the materials contained in this or any of its MTUs. In making their 

considerations, recipients or people with access to the MTU are advised to make their own independent 

assessments, and, in this regard, to consult Tax Matrix or their own professional advisors before taking any 

action. The information and opinions contained in this MTU is valid as at the date of uploading on the 

website, preparation or compilation, any of its contents may be subject to change without notice. The 

information contained and opinions contained in this MTU are for the purpose of general information (“the 

purpose”) and for no other purpose.  The company disclaims any responsibility for the use of the 

information contained herein for a different purpose or context. The information contained and opinions 

contained herein must not be copied, published, reproduced or distributed in whole or in part to others at 

any time by the recipients. Tax Matrix (Pvt) Ltd retains all intellectual copyright information contained 

and opinions contained in this MTU. Recipients should seek the written permission of the company before 

distributing copies of information and opinions contained in the MTU to third parties. 

 

 

 


	Page 1
	Page 2

